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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHMOND, JULY 26, 2000
APPLI CATI ON OF
VIRG NI A ELECTRI C AND POAER COVPANY CASE NO. PUE000343

For Approval of Ceneration Facilities
pursuant to Virginia Code § 56-580 D
or, in the Alternative, for approval of
expendi tures pursuant to Virginia Code
§ 56-234.3 and for a Certificate of
Publ i ¢ Conveni ence and Necessity
pursuant to Virginia Code § 56-265.2

and
APPLI CATI ON OF
VIRG Nl A ELECTRI C AND PONER COVPANY CASE NO. PUF000021

For authority under Chapters 3, 4, and
5 of Title 56 of the Code of Virginia
to participate in | ease financing
arrangenments for construction of
generation facilities, and for a

decl aration of non-jurisdiction

ORDER | NVI TI NG COVWENTS AND RESPONSES AND PRESCRI Bl NG NOTI CE

On June 16, 2000, Virginia Electric and Power Conpany
("Virginia Power"” or "the Conpany") filed an application with
the State Corporation Comm ssion ("Comm ssion”) in which, anong
ot her things, it proposes to construct a new generating plant
("new unit") at the Possum Point Power Station, scheduled to be
operational in May 2003 (hereafter collectively referred to as
"the Project"). The new unit has an estimated cost of $280-$300

mllion. The Conpany proposes to enploy synthetic |ease


http://www.state.va.us/scc/contact.htm#General

financing for its |ease and subl ease of a portion of the rea
estate at the Possum Point plant upon which the new generating
facility will be built.

The Conpany requested that the Conmm ssion approve the
Project under 8 56-580 D of the Code of Virginia. |In addition,
Vi rginia Power asked that the Conmi ssion: (i) declare that
8 56-234.3 of the Code of Virginia does not require the Conpany
to obtain prior regulatory approval before entering into the
agreenents necessary for the proposed synthetic | ease financing,
or (ii) inthe alternative, grant an exenption from§ 56-234.3
of the Code of Virginia or approve the Conpany's financi al
expendi tures for the proposed | ease and subl ease transactions.
The Application also seeks issuance of a certificate of public
conveni ence and necessity under § 56-265.2 of the Code, should
we determ ne that that section applies.

Virginia Power also filed a "Motion for Determ nation of
Applicability of, or in the Alternative, for Exenption or Wiver
from Bidding Rules” ("Mdtion") with the captioned application.
In its Mdtion, the Conpany requested that the Comm ssion find
that the Rules Governing the Use of Bidding Prograns to Purchase
Electricity from Qher Power Suppliers ("Bidding Rules"), 20 VAC
5-301-10 et seq., adopted in Case No. PUE900029, are
i napplicable to the Project. 1In the alternative, the Conpany

requested that if the Comm ssion determ nes that the Bidding



Rul es apply, the Comm ssion grant it an exenption or waiver from
t hese Rul es.

On July 5, 2000, Virginia Power filed an application
seeking authority fromthe Comrission to participate in | ease
fi nanci ng arrangenents of approximately $300 nmillion for the
construction of the generation facilities at the Possum Poi nt
Power Station and for a declaration that the Conmm ssion will not
assert jurisdiction over other parties participating in the
transaction who wll serve only as vehicles for financing the
Project. This application also requests a declaration that
8 56-234.3 of the Code of Virginia does not require prior
Commi ssi on approval for the Conpany to enter into certain
agreenments in connection with the proposed financing or, in the
al ternative, approval under or exenption fromthat statute.

The July 5 application seeks approval under: (i) the
Virginia Uility Securities Act, Chapter 3 of Title 56, because
t he financing arrangenents may be considered to create an
evi dence of indebtedness; (ii) Chapter 4 of Title 56, because
the transaction will involve jurisdictional contracts or
arrangenents between Virginia Power and a subsidiary of Dom nion
Energy, Inc., an affiliate; and (iii) Chapter 5 of Title 56 of
the Code of Virginia because Virginia Power proposes to transfer
real property at Possum Point, by neans of a ground | ease, on

which the new facility will be constructed and wll be



reacquiring the constructed facility and related real property
as a subl essee.

NOW UPON consi deration of the foregoing, the Commssion is
of the opinion and finds that the prelimnary issues presented
by Virginia Power's Mdtion and its June 16 and July 5
applications nust be addressed in order to eval uate these
applications properly and expeditiously. The threshold issue is
whet her the Bidding Rules apply to Virginia Power's Project.
Addi tionally, the June 16 application raises the issue of which
provi sions of the Code of Virginia should guide consideration of
t he request to construct the unit. Lastly, should it be
determ ned that Code 8 56-234.3 applies, the Conpany seeks in
bot h applications waiver or exenption fromthat statute.

In sum the issues presented by the June 16 and July 5
appl i cation include:

(1) Wether the Bidding Rules are
applicable to the Project, or in the
alternative, if they do apply, whether the
Commi ssi on shoul d grant Virginia Power an
exenption to these Rul es.

(2) \Whether the Conm ssion should
approve this Project exclusively under 8 56-
580 D of the Code of Virginia, or under 88§
56-234. 3, and/or 56-265.2 as well.

(3) If 8 56-234.3 of the Code of
Virginia applies to this project, whether
t he Conpany should be granted an exenption
fromthat provision, or approval under it to

make “at risk” financial expenditures in
association wth the Project.



Qur consideration of the June 16 Application necessarily
turns on resolution of those prelimnary issues. Consideration
of the merits of the Project makes little sense, for exanple, if
it is determned that the Bidding Rules apply and there is a
successful bidder to supply the capacity represented by the
Project. Concurrent wth resolution of the Bidding Rules’
applicability, we will determ ne which statutory provisions
apply to consideration of the Project, should it be found that
Virginia Power nay proceed with the Application.

We find that the June 16 and July 5 applications should be
docket ed; that a Hearing Exam ner shoul d be appoi nted pursuant
to Rule 7:1 of the Comm ssion's Rules of Practice and Procedure
("Rules") 5 VAC 5-10-520, to receive coment, |egal nenoranda
and, if necessary, convene a hearing on the issues posed above;
that interested persons should be given an opportunity to
comment on the issues set out above as well as other issues of
concern to themrelating to these applications and to request
hearing on the prelimnary issues; and that the Conpany shoul d
give notice to the public of its applications and Mti on.

Accordingly, IT IS ORDERED THAT:

(1) The June 16, 2000, application shall be docketed and

assi gned Case No. PUE000343.



(2) The July 5, 2000, application shall be docketed and
assi gned Case No. PUF000021.

(3) As part of Phase |I of this proceeding and as provided
by 8 12.1-31 of the Code of Virginia and Rule 7:1 of the
Comm ssion's Rules, 5 VAC 5-10-520, a Hearing Exam ner shall be
appointed to consider the conmments or nenoranda filed herein,
convene a hearing, if necessary, and within fourteen days
thereafter, make a recomendation to the Commr ssion concerning
the prelimnary issues outlined above. Participants in the case
may file comments in response to the Hearing Exam ner's Report
W thin seven (7) business days of the Report's issuance by the
Heari ng Exam ner.

(4) Copies of the June 16, and July 5, 2000, applications,
Mot i on, and acconpanyi ng docunents shall be made avail abl e for
public inspection in the Conmm ssion's Docunent Control Center
| ocated on the first floor of the Tyler Building, 1300 East Min
Street, Richnond, Virginia, between the hours of 8:15 a.m and
5:00 p.m, Mnday through Friday. Copies of these docunents nmay
al so be ordered fromVirginia Power's counsel, Edward L
Fl i ppen, Esquire, Janes C. Dimtri, Esquire, Stephen H
Watts, |1, Esquire, and Kodwo Ghartey-Tagoe, Esquire, MQire,
Wods, Battle & Boothe LLP, 901 E. Cary Street, One Janes

Center, Richnond, Virginia 23219.



(5) On or before August 21, 2000, any interested party may
file wwith the Clerk of the Conmmi ssion an original and fifteen
(15) copies of comments or |egal nenoranda, responsive to the
i ssues set out on page 4, supra, and may request hearing on
those issues. Comments nmay be filed on other issues of interest
to the filing party. Any person or entity filing shall serve a
copy of their comments, nenoranda, and requests for hearing on
counsel for the Conpany, other parties of record, and the Staff,
on or before August 21, 2000. Any request for hearing shal
state with specificity why consideration of the issues cannot
adequately be accommobdat ed by consideration of the filed
coments rather than by hearing.

(6) On or before August 21, 2000, the Staff of the State
Cor poration Conmi ssion nmay file with the Cerk of the Comm ssion
an original and fifteen (15) copies of comments responsive to
the issues set forth on page 4, supra, and the June 16 and July
5 applications, and shall serve a copy of the same on counsel to
t he Conpany and other parties of record.

(7) Virginia Power shall respond to witten interro-
gatories or requests for the production of docunents and things
wi thin seven (7) cal endar days after the receipt of the same.
Except as so nodified, discovery shall be in accordance with

Part VI of the Rules, 5 VAC 5-10-470.



(8 On or before August 5, 2000, Virginia Power shall
cause the followi ng notice to be published on one occasion as
classified advertising wthin newspapers of general circulation
t hroughout the Conpany's service area:

NOTI CE TO THE PUBLI C OF AN APPLI| CATI ON BY
VI RG NI A ELECTRI C AND POAER COMPANY, FOR
APPROVAL OF GENERATI ON FACI LI TI ES AT POSSUM
PO NT POAER STATI ON IN PRI NCE W LLI AM
COUNTY, VIRG NIA, AND AN APPLI CATI ON BY
VIRG NI A ELECTRI C AND POAER COMPANY, FOR
AUTHORI TY UNDER CHAPTERS 3, 4, AND 5 OF
TI TLE 56 OF THE CODE OF VIRG NI A TO
PARTI Cl PATE | N LEASE FI NANCI NG ARRANGEMENTS
CASE NOS. PUE000243 and PUF000021

On June 16, 2000, Virginia Electric and
Power Conpany ("Virginia Power" or "the
Conpany"”) filed an application with the
St ate Corporation Comm ssion ("Comr ssion")
whi ch, anong ot her things, proposed to
construct a new 540 negawatt conbi ned cycle
facility operating on natural gas or
distillate oil (hereafter collectively
referred to as "Project”) at its Possum
Poi nt Power Station in Prince WIIliam
County, Virginia. The estimted cost of the
new facility is $ 280-$300 mllion and it is
proposed to be operational by May 2003. In
its application, docketed as Case No.
PUEO00343, Virginia Power requested the
Comm ssion: (i) grant a certificate to
construct and operate the project under
8§ 56-580 D of the Code of Virginia; or (ii)
in the alternative, approve expenditure for
construction of the Project under 8 56-
234.3, or exenpt the project fromthat
statute, and grant a certificate of public
conveni ence and necessity under 8 56-265. 2.

The Conpany also filed a Motion with
its June 16 application that requested the
Commi ssion find that the Rul es Governing the
Use of Bidding Prograns to Purchase El ec-



tricity from Qher Power Suppliers ("Bidding
Rul es"), 20 VAC 5-301-10 et seq., do not
apply to this Project. In the alternative,
Virginia Power requested that the Conmm ssion
grant it an exenption or waiver fromthe

Bi ddi ng Rul es.

On July 5, 2000, Virginia Power filed
an application docketed as Case No.
PUF000021, under Chapters 3, 4, and 5 of
Title 56 of the Code of Virginia, seeking
authority fromthe Commi ssion to participate
in | ease financing arrangenents of approx-
imately $300 million for the construction of
the generation facilities at Possum Poi nt,
for a declaration that the Conm ssion will
not assert jurisdiction over the financing
parties to the transaction, and for an
exenption from or approval under, 8 56-
234.3 or determnation that it does not

apply.

The Conmi ssion nust nmake certain
prelimnary determ nations in order to
establish the proper processing for these
applications. Accordingly, the Conm ssion
seeks conments, |egal nenoranda, or requests
for hearing frominterested parties on the
foll owi ng issues:

(1) Wiether the Bidding Rules are
applicable to the Project, or in the
alternative, if they do apply, whether the
Conmi ssi on should grant Virginia Power an
exenption to these Rul es.

(2) \Whether the Conm ssion should
approve this Project exclusively under 8 56-
580 D of the Code of Virginia, or under 88
56-234. 3, and/or 56-265.2 as well.

(3) If 8 56-234.3 of the Code of
Virginia applies to this project, whether
t he Conpany shoul d be granted an exenption
fromthat provision, or approval under it to
make “at risk” financial expenditures in
association with the Project.



Copi es of Virginia Power's June 16 and
July 5, 2000, applications and acconpanyi ng
docunents are available for public
i nspection between the hours of 8:15 a.m
and 5:00 p.m, Monday through Friday, at the
Stat e Corporation Comm ssion's Docunent
Control Center, |located on the first floor
of the Tyler Building, 1300 East Min
Street, Richnond, Virginia 23218, or can be
ordered fromcounsel for the Conmpany
Edward L. Flippen, Esquire, Janmes C
Dmtri, Esquire, Stephen H Watts, 11,
Esquire, and Kodwo Chartey-Tagoe, Esquire,
McCuire, Wods, Battle & Boothe LLP, 901
East Cary Street, One Janes Center
Ri chnond, Virginia 23219.

Interested parties nay file conments,
| egal nenoranda, or requests for hearing on
the prelimnary issues set out above and
comment on ot her issues of concern relating
to these applications by filing an original
and fifteen (15) copies of said comments,
menor andum or requests for hearing wth the
Clerk of the Comm ssion. An original and
fifteen (15) copies of each comrent,
menor andum or request for hearing shall be
filed wth Joel H Peck, Cerk of the
Conmi ssion, at the address set forth bel ow,
referring to Case Nos. PUE0O00343 or Case No.
PUFO00021, as appropriate. Any coment,
menor andum or request for hearing nust also
be served on counsel for the Conpany, other
parties of record, and the Comm ssion Staff
on or before August 21, 2000. Requests for
hearing nust state with specificity why
consi deration of the issues cannot be
adequat el y acconmopdat ed by the consi deration
of the witten pleadings rather than by
heari ng.

A copy of the Order Inviting Comrents
and Responses and Prescribing Notice may be
obt ai ned fromthe Cerk of the Comm ssion
via witten request, or inspected at the

10



Commi ssion's website: http://ww.state. us./
scc/orders. ht m

All witten comunications to the
Comm ssi on concerning Virginia Power's
application should be directed to Joel H
Peck, Clerk of the State Corporation
Conmi ssion, c/o Docurment Control Center,
P.O. Box 2118, Richnond, Virginia 23218, and
shoul d refer to Case No. PUE0O00343 or Case
No. PUF000021, or both, as appropriate.
VI RA Nl A ELECTRI C AND POANER COVPANY
(9) On or before August 5, 2000, Virginia Power shall
serve a copy of this Order on the chairman of the board of
supervi sors of any county and upon the mayor or manager of any
county, city or town (or on equivalent officials in counties,
towns and cities having alternative forns of government) within
Virginia Power's service area. Service shall be made by first-
class mail or delivery to the customary place of business or
resi dence of the person served.
(10) On or before Septenber 6, 2000, Virginia Power shall
file proof of the publication and service required herein.

(11) This matter shall be continued for further orders of

t he Conmi ssi on.
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